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give general advice and assistance in
connection with construction work.

(14) Insurance includes premiums
paid or amounts provided or reserved
as self-insurance for the protection
against loss and damages in connection
with construction, by fire or other cas-
ualty injuries to or death of persons
other than employees, damages to
property of others, defalcation of em-
ployees and agents, and the non-
performance of contractual obligations
of others. It does not include work-
men’s compensation or similar insur-
ance on employees included as labor in
paragraph (a)(2) of this section.

(15) Law expenditures includes the
general law expenditures incurred in
connection with construction and the
directly related court and legal costs,
other than law expenses included in
protection in paragraph (a)(7) of this
section, and in injuries and damages in
paragraph (a)(8) of this section.

(16) Taxes include taxes on physical
property (including land) during the
period of construction and other taxes
properly includible in construction
costs before the facilities become avail-
able for service.

(17) Interest cost on funds used dur-
ing construction which are allowed to
be capitalized following generally ac-
cepted accounting principles.

(18) Earnings and expenses during con-
struction. The earnings and expenses
during construction must constitute a
component of construction costs.

(19) Training costs. When it is nec-
essary that employees be trained to op-
erate or maintain property that is
being constructed and the property is
not conventional in nature, or is new
to the company’s operations, these
costs may be capitalized as a compo-
nent of construction cost. Once prop-
erty is placed in service, the capitaliza-
tion of training costs must cease and
subsequent training costs must be ex-
pensed. (See Operating Expense Instruc-
tions in §367.83.)

(20) Studies include the costs of stud-
ies such as safety or environmental
studies mandated by regulatory bodies
relative to property under construc-
tion. Studies relative to facilities in
service must be charged to account 183,
Preliminary survey and investigation
charges (§367.1830).

§367.53

(21) Asset retirement costs. The costs
recognized as a result of asset retire-
ment obligations incurred during the
construction and testing of service
company property must constitute a
component of construction costs.

(b) [Reserved]

§367.52 Overhead construction costs.

(a) All overhead construction costs,
such as engineering, supervision, gen-
eral office salaries and expenses, con-
struction engineering and supervision
by others than the service company,
law expenses, insurance, injuries and
damages, relief and pensions, taxes and
interest, must be charged to particular
jobs or units on the basis of the
amounts of the reasonably applicable
overheads.

(b) As far as practicable, the deter-
mination of payroll charges includible
in construction overheads must be
based on the related time card distribu-
tions. Where this procedure is imprac-
tical, special studies must be made pe-
riodically of the time of supervisory
employees devoted to construction ac-
tivities to the end that only the over-
head costs that have a definite relation
to construction must be capitalized.

(c) The records supporting the entries
for overhead construction costs must
be kept so as to show the total amount
of each overhead for each year, the na-
ture and amount of each overhead ex-
penditure charged to each construction
project and to each property account,
and the bases of distribution of such
costs.

§367.53 Service company property
purchased or sold.

(a) When service company property is
acquired by purchase, merger, consoli-
dation, liquidation, or otherwise, after
the effective date of this system of ac-
counts, the costs of acquisition, includ-
ing related incidental expenses, must
be charged to the appropriate service
company property accounts and ac-
count 107, Construction work in
progress (§367.1070), as appropriate.

(b) If property acquired is in a phys-
ical condition so that it is necessary to
rehabilitate it substantially in order to
bring the property up to the standards
of the service company, the cost of the
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